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MENORANDUM S enT
BUBJECT: U8B Poat-¥ar Aid to Prance

THE PICITURE IN BRIEY

Frasnce has recelived more US aid gince World ¥War I than
Bny other single country.

The total figure comes to neavly 10 billion dollars--
over § billioa dollars in ecomamic aid, over 4 billiom im military.

This ald wam given om exceptiionally genersus terms. Some
four-fifthe of it was disbursed as grants, only one-fifth ex-
tended ns loans,

INMECIATE POST-WAR A1ID

¥hen the var snded, Frauce's economy was badly shatiered
and the need for capital investments (e.g., mew rolling stock)
was urgent. This meant heavy imports, particularly sisce bad
harvests followed in the wake of tae war; the balance-of-payments
deficits of the French Union resched stagger proportions

(two billton doliars in 1948 and again in 19€7).

ke satimate that the US fimanced more than half of the f
deficit durisg this period before the Marshall Piss was in- i

- augurated. Cinse to $2 billion was provided through smergency

loans {Bium-Byrnes agreomant, two Export-Import loane, and loan
from Maritise Commission).

¥rance utilized about a third of all the merchant-ship
and othar surplus-property credits provided abroad by the US
Government .

TRE TERBIBLE YEAR

The Franch call the periocd from mid-1947 io mid-1948
"The Terrible Year.” A bad barvest, runaway inflation, a
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succession of Communint-instigated strikes all contributed to
a sense of mouating catastrophe., Conscripis were called up
as the atrikes grev mors and more vielent. The Minister of
the Interior was actually mapping plans for the dafense of
Paris sagainast s Cosmunist attack from the south when the
Harshall Plan agresment weas signed.

Clearly what stommed the tide was the prospect of Narshall
Plan assistance, Its first effect was to encourage the nop-
Conmunist workers that there wes a salvation beyond revolution.
They leit the Commmnist-controlled labor movement, The second
mepjor effect wae on the goverament itself, With reneved
assurance, it decided to stick with the Nonnet Plam for ia-
dustrial iavesteent, confident that US belp in financing was
forthconing.

By mid-1948 stability was returniang to France. The
Compuniste iried one more massive assault of mirikes in the
fall; significantly the Marshall Plan was s principal propa-
ganda target. The government held firm; tranguility wes re-
stored; the economy began to move forward, Never again was
the Republic threatened from the left.

The point is clear. A weak and impoverished Frauce came
close to a Communist takeover. But the psychological 1ift
provided by the beginnings of a now US amsimtance progran
strengthened the government's resolve to hold its ground. (At
annex iz 2 view of what night have happensd--a waspish picture
of & "Soviet France.")

MARSHALL PLAN AID

Iz 1947, before Narshall Plaa could be orgenized, the US
pliched in with an iaterim-aid program. France got ti-ant
thres-fourths of the assistance we furnished Turope under this
pragrau,

¥arshall Plan ald srrived just in time to back up the re-
covery effort that was beginning to show progress under the
Noanet Plan, Today government funds finance only about a
fi2th of investiment in France, but in those days the
figure was closer to half, and the government got its wmonsy in
large part from the counterpart funds genersted by American aid.

Mﬁ -
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out of a totel figure of 3.8 billiiom).
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The aid given to France during this critical Marshall
Pian period was virtusily all in grante (3.3 billiom dollars

American aid--alung with Aserican military expenditures
in Frapce-~was crucial for the restoration of France's gold
reserves. Ian 1932, for example, direct UE aid plugged adout
two-thirds of France's balance-of-payment deficit. In addition,
there was considerable indirect aid (credits extesded to Prance
by the European Payments Uniem which the U8 1in effect financed).

in 1953, onr aid aad military expenditures far exceedesd
the French balance-of-payments deficit. Framce wug able to
acquire $162 million is gold and foreigs exchangs as 2 ressult,
and wam on its way to becomimg the lsrge holder of gold that
it iz teday.

HILITARY EXPENUITURES - INDOCRINA

Purisg the Narshall Plas period, the US was genersus in
helping deafray the cost of the war in Indochima, On the basis
of French budget figures and our own aid statistice, we esti-
mate that wo pald 25 percent of the cost. ¥e comsidered tihis
burden light by comparison with the Fremch toll in lives,
shedding ss wve did some Dlood of our own in Xores.

Americsn help greow te such great proportions that the US
was bearimg 78 percent of the cost of the war by the time of
the 1954 Geneva Conference. America gave France bombars, trans-
ports, tenks, gupe, and warships, ¥U& Air Porce groumnd crews
serviced Prasch planes in Indochina., American civilian pilots
ferried French paratioopers and suppliss within Indochina. In
1964, the U8 Alr Force was assigned to fly French Union troops
Irox ¥France and North Africa to Indochina.

SILITARY EXPENDITUNES .-NATO

Quite apart from American ald disbursements, France has
derivad great national benefit from the RATO infrastructure
program, Since 1t was adoptsdé by NATO in 1951, the progran
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has budgeted about 3 billiom dollars oa the gonstruction of
over 180 jet-capable airfields; s comsunications netwerk of
thougands of nilesm of cable, radio linke, and land iines;
and simost 5,600 miles of pipelime and mammoth fanel storage
facilitiex,

The UE ass committed itself to PRy over 1.3 billion
dallars to help fiaamce the NATO fafrastructure im Rurope.--
over and sbove the 2.3 billiom it has spant for infrastructure
required by the UB forces statiomed there, This means that
the US over the past thirteen yonrs hams financed about 39
percent of the cost of the NATO isfrastructure PTOETAn, al.
though we use only 19 to 20 percent of the faclilities conmtructed.

About one-third of the NATO infrastructurse progran's
expenditures have bwss im Framce., The current French share
of the comt of the program is 1% percent,

It should be noted further that some of these expenditures
vers for port facilities used by French saval forces which
subsequently withdrawe from commitment to BATO. Rven after

for ndditional naval facilities,
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ANNEX
The Shape of s Bolshevik France

It is mot difficult te envisage the conditioms Frenchmen
would have had to accept ip a Bolshevik Prasce. Premier
Maurice Thorez would have had nO guaims about elimipating all
possible opposition lsaders (on the Czech model), including
foreigu-service personpsel. France would have quickly achieved
the political stability on which the Fifth Republic prides
itself, Without the bickering which distisguished the Fourtih
Repudlic, the country would have been able to address itsely
directly to the problems at hand-.a relatively limited number
of problems, since the major decisions would have been taken
in Moscow, and since the Resns available to Paris would have
been extremely restricted.

Eurcpe. The fear of outside objections would have been reduced

to zero, BSot omly would the Soviets have had 1ittle to give
Framce, but they would have been hungry for what fev assets
France did possess. France would have been incorporsted into
the bloc with a severely restricted economic role, its export
industries limited perlkaps to such activities ss wvine and por.
fume production. The market for such items in Framce itself

would probably be Sxtiremely small, because the general staadard

of living would probably be little bhetter than that of Poland.

Fremch scisntists would have had a much earlier opportunity

io work on muclear Yeapons, nissiles and satellites, but
hardly im 2 national capacity. Prance's direct knowledge of
such sctivities would have been limited to the missile sites
located on French msoil.

Frapce would alsc have been spared the bloody Indochina
aad Algerian campsigns. Premier Thorer would have shielded
his competricts from the painful dissolutiomn of Prench ties
with all former French Union territories. A simple decres
would have opened the why for Mosctow to supplant Paris, and
the use of French as u lingua franca in Africs would be only
& WOROTY.,
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UTHER ECONOMIC POINTS THE FRRNCH MAY RAISE

S Investments ia Europe

The Frenuch argument: The UB is engaging in “economic
colonization” by taking over European industries. Freach
affiliates of US companies produce 30 percemnt of the suto
tirex in Framce, 70 percent of the sevinmg machines, 80 percent
of the ball bearings.

Response: Investasnt is a tvo-way strest. West Buropeans
have invested more (30 billion dollars) in the US tham Ameri-
cane have in Western Europe (35 biliion dollars),

It is tree that West Buropeans go ia more for portfolio
holdings of American securities, whereas Americens are making
direct inovestmsnts--eatablishing or buyisg up branches,
subsidiaries, and other affiliates. However, West Xuropean
direct investments in the UB are still siseable., They came
to 5§ billion dollars as of the end of 1983 (compared with
10 billion of American divect investments in Europs). BSuch
Europesn giants as Shell, Pnilever, Olivetti, Nestle coatrol
or bave sizeable ianterssts in American affilistes,

International Nonetary Reform

The French argument: We have got to get back to a gold
standard or some close variaat thereoi, undsr which payments
balances betwesn major fimancial powsrs would be settled
wholely or mainly im gold., Ws don't want to go on taking
your doliars imstead of geld, It is our genercsity in tsking
your dollars that has enabled you to keep buying up Buropean
companies, since yon could do so without loss of your gold
TOBEYVes,

Response: Americans, along with Europesns, are giving
a lot of thought to internstional monetary reform. But we
have got to guard agaimst the uﬂutim{ impact of s sharp
decline in moRotary ressrves, Such s decline will occur if
central banks start holdiag only geold (rather than gold and
doliars) in their rsserves., Jacques Rueft (close menetary
adviser of De Gaulle) admits that going back fully to gold
would require s general devaluation of currencies to counter-
sct the deflationsry impect., Opiuion in this couniry, and 1
think iz =ost of Europe, iz opposed to an internstioaal
monotary system that would require occasionsl devaluations
to avoid deflation,
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